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March 21, 1952 


United Kingdom Budget 


The U.K. budget presented by the Chancellor of the 
Exchequer to the House of Commons on March 11 was 
determined mainly in the light of the present balance of 
payments crisis and the rearmament program. 

The balance of payments 

The total current account deficit for 1951 as a whole 
has been announced as £516 million. The deficit in the 
first half of the year was £122 million, and that in the 
second half was some £394 million. The deterioration 
of £272 million from the first half-year was caused partly 
by an increase of over £100 million in the trade deficit, 
but mainly by a reduction of some £160 million in net 
invisible receipts. The latter development was no doubt 


) caused largely by overseas oil transactions, which in the 


British balance of payments are classified as an invisible 
item, 


The balance of payments plan for 1952 announced by 


) the Chancellor in January (see this News Survey, Vol. IV, 


p. 237) had provided for over-all equilibrium in the 
second half of the year, a current account deficit of £100 
million with non-sterling area countries being offset by 
an equivalent surplus with the rest of the sterling area. 


) It has now been decided to try to eliminate the projected 


deficit with non-sterling countries, and thus achieve an 
over-all current account surplus of £100 million. The 
swing-over in 1952-53, compared with 1951-52, will 
therefore amount to some £600 million. The Chancellor 
estimates that net invisible receipts should rise by some 
£150 million and that the terms of trade should be more 
favorable than in the past year, the combined result of 
both these improvements yielding some £200-250 million. 
The balance will be met by a cut of over £300 million in 


| imports, of which about £175 million will be due to a cur- 


tailment in stockpiling, and by an expansion of £50 mil- 
lion in export earnings. After allowance for stockpiling, 


| the value of imports available for domestic purposes is 


estimated at about £150 million less than in 1951. With 
exports rising by £50 million, the reduction in internal 


» resources will amount to about £200 million. 


While the over-all current account deficit for 1951 as 


} a whole was £516 million, it was running at the much 


higher rate of about £800 million in the second half-year. 
It is from this level, and from the level of currently 
planned imports, that cuts have had to be made. The 
first announced cut of £350 million in overseas expendi- 
ture was made in November 1951; the second was £150 
million decided on in January; and the Chancellor has 
now announced a new cut of £100 million, i.e., a total of 


£600 million. In addition to the import cuts mentioned 
above, no further duty-free licenses for the import of 
machinery will be considered. The purchase tax will be 
amended and graduated as recommended by the Douglas 
Committee. This will have the dual effect of meeting 
the complaint against the U.K. utility scheme voiced at 
GATT last year, and of assisting British exports of high 
quality goods, notably textiles, whose production in the 
past has been hampered by the low level of domestic 
demand resulting from existing taxation. 

The Chancellor stated that the measures taken to 
halt the drain on reserves, announced at the end of Janu- 
ary, had not yet had time to operate. In the third quarter 
of 1951, the average weekly loss of reserves was $46 
million; in the fourth quarter it was $58 million, exclu- 
sive of the repayment on the U.S. and Canadian loans; in 
January and February of this year, it was $63 million. 
At the end of February reserves were $1,770 million 
(£632 million), but the Chancellor was confident that 
the rate of loss would be considerably reduced in the next 
few weeks. Determined action was being taken by the 
Colonies and Commonwealth countries in the sterling 
area to ensure that the area as a whole would be in sur- 
plus (and not merely in equilibrium as had been decided 
at the January meeting of the Commonwealth Finance 
Ministers) with the rest of the world by the second half 
of 1952. The United Kingdom should be able to earn 
at least £50 million of South African gold in 1952. 
Rearmament and investment 

Even after allowance for the recently announced scaling 
down of the 1952 defense program, it is estimated that 
rearmament will claim an additional £200 million of 
domestic resources. The combined extra call on resources 
in 1952, resulting from the rearmament program and the 
balance of payments effort, will therefore amount to some 
£400 million. It is hoped that a rise in production will 
cover £250 million of this total (i.e., a production increase 
of the same magnitude as recorded at constant prices in 
1951), and that a further £50 million will be provided 
by a fall in government civil expenditure. The balance 
of £100 million will have to be achieved by a reduction in 
investment. To this end, the Chancellor announced that 
the Bank rate would be raised from 244 to 4 per cent 
and he hoped that this measure, superimposed on those 
already taken to reduce investment, would free at least 
£100 million of resources. The increase in the Bank rate 
is also clearly intended to have psychological effects on 
foreign markets, thereby halting the drain on reserves 
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caused by capital transactions. 

The Chancellor stated that he had chosen a cut in 
investment rather than in domestic consumption because 
this would release the kind of resources for which export 
demand was greatest. Consumer goods already faced a 
slack demand at home, and they would be further handi- 
capped by the import cuts of outer sterling area countries. 
Government expenditure and revenue 

In the current fiscal year ending March 31, expenditure 
should be about £4,070 million, or about £120 million 
below the initial budget estimate. Revenue should be 
around £4,440 million, or about £200 million above esti- 
mates. The above-the-line surplus should therefore 
amount to some £360-370 million, compared with initial 
estimates of £39 million. 

The Chancellor placed total expenditure in fiscal 1952- 
53 at £4,240 million, of which £1,550 million will be for 
defense. At current tax rates, i.e., before allowance for 
changes in taxation, revenue is estimated at £4,778 mil- 
lion, which would leave an above-the-line surplus of 
£538 million ( on the “conventional” basis of account- 
ing), or about £170 million more than that actually re- 
corded in 1951-52. 

Tax changes 


(a) An excess profits levy at the rate of 30 per cent 
will be charged on company profits in excess of those 
averaged in the three years 1947-49, There will be spe- 
cial rates for hardship cases, and a compensating reduc- 
tion in the existing profits tax from 5 to 2% per cent on 
undistributed profits, and from 25 to 1744 per cent on 
distributed profits. After various adjustments, the yield 
in a full year will amount to around £100 million; in 


Europe 


U.K. Labor Shortage 

An interim report from the Select Committee on Esti- 
mates confirms that the main cause of the lag in defense 
production in the United Kingdom is still the shortage of 
labor. There has been a general slackening in the pressure 
of demand for labor throughout the economy, but the 
rearmament program remains only one of a number of 
increasing demands upon manpower resources. A mem- 
orandum by the Ministry of Supply to the Select Com- 
mittee suggests that at the end of 1951 factories working 
on defense contracts had perhaps 25,000 workers less 
than had been hoped for. The metals, engineering, and 
vehicles group as a whole, upon which most defense work 
falls, had 91,000 vacancies outstanding at the end of 
November. 
Source: The Economist, London, England, March 1, 

1952. 


Agreements Between Bank of France and the State 
The French National Assembly ratified on March 13 
two agreements between the Bank of France, on the one 
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1952-53, however, it will be only about £1 million. 

(b) The customs duty on gasoline will be raised, 
yielding £66 million in the current year. 

(c) The ceiling on food subsidies will be reduced from 
£A10 million to £250 million. This will mean higher 
domestic prices for bread, meat, milk, fats, cheese, butter, 
sugar, bacon, eggs, and tea, and may well result in an 
average extra per capita cost of ls. 24d. per week, to 
which should be added a further 344d. caused by rising 
world prices of foodstuffs. To help those whose needs are 
greatest, family allowances and pensions will be increased. 
The net effect of the fall in food subsidies partially offset 
by these concessions will be a saving to the Exchequer of 
£80 million in both the current year and a full year. 

(d) The Chancellor stated that the present schedule 
of income taxes operated largely as a disincentive to extra 
work. To remedy this he proposed both an increase in 
the initial tax-free allowance, and a change in the gradua- | 
tion of taxes. Some two million people would thus be 
freed from taxation, and income taxes at all levels would 
be somewhat reduced. The cost to the Exchequer is 
estimated at £180 million in fiscal 1952-53, and at 
£228 million in a full year. 

The budget provided for other minor adjustments, in- 
cluding an increase in postal charges. The net effect of | 
all these measures will be a reduction in the above-the- 
line surplus to £510 million, from the figure of £538 | 
million which would have been achieved without bud- 
getary changes. 


Sources: The Financial Times, March 12, 1952, and The 
Times, March 12 and 13, 1952, London, 
England. . 


hand, and the Stabilization Fund and the Treasury, on |) 
the other. According to the first agreement, the Bank | 
of France will transfer to the Stabilization Fund, in the | 
form of a loan, an amount equivalent to 22.2 tons of 
fine gold (i.e., roughly US$25 million). In the balance [ 
sheet of the Bank of France, the operation will be re- [ 
corded as a new separate item, showing the transfer of 8.7 
billion francs to the Stabilization Fund. The loan will 
be refunded in gold within one year, and earlier partial f 
repayment by the Stabilization Fund is permitted. ; 

The temporary $25 million transfer results from the 
recent decision of the Allied Reparations Committee to 
restore to France 25 of the 86 tons of gold that France 
is entitled to claim from the Committee. This decision 
was made in view of the repayment by France to Bel- 
gium of 203 tons of Belgian gold seized by Germany in 
France during the war, of which a part was recovered 
in Western Germany after the end of the war. 

The second agreement postpones from March 20 to 
May 15, 1952 the reimbursement of the short-term loan 
recently granted by the Bank of France to the Treasury 
(see this News Survey, Vol. IV, p. 271). 
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Sources: Agence Economique et Financiére, March 14, 
1952, and Le Monde, March 14, 1952, Paris, 
France. 

Belgian-U.K. Trade 

Data now available indicate that the 1951 surplus of 
Belgium in trade with the United Kingdom was due, to a 
considerable extent, to increased U.K. imports of non- 
essential commodities. In contrast to a trade deficit of 
Bfr 2,945 million in 1950, Belgium had a trade surplus 
of Bfr 2,700 million in 1951. 

U.K. purchases of fancy biscuits from Belgium approxi- 
mated Bfr 300 million in 1951, compared with Bfr 60 
million in 1950; expenditures on canned meat and ham 
increased by Bfr 204 million; and those on sugar manu- 
factures, canned fruits, glass, and pottery by Bfr 383 mil- 
lion. Thus, the total increase in Belgian exports of these 
various items was larger than the increase in exports 
of steel and nonferrous metals. However, a decrease in 
Belgian exports of nonferrous metals offset to a certain 
extent a large rise in steel exports. The value of defense 
contracts placed in Belgium by the British Ministry of 
Supply has been officially announced as Bfr 2,400 million. 
Total Belgian exports to the United Kingdom, however, 
rose by Bfr 6,850 million. 

The large increase in nonessential U.K. imports was 
made possible by the liberalization policy encouraged by 
OEEC and by the fact that the United Kingdom could 
finance a large part of its deficit by credit received 
from EPU. It is asserted that, because of the EPU credit 
facilities, remedial action is not taken soon enough by 
countries whose positions deteriorate seriously. 

In addition to the increase in exports to the United 
Kingdom, a large increase was recorded in 1951 in 
Belgian exports to other members of the sterling area. 
Those to Australia, New Zealand, Ceylon, and the Union 
of South Africa, amounting to over Bfr 5,500 million, 
were four times the 1950 figure; the increase to other 
members of the sterling area was not so great. While 
the main factor accounting for the Belgian export boom 
was steel, both the quantity and value of most other items 
also increased. 

Source: The Financial Times, London, England, March 
3, 1952. 


Netherlands Obligations Under Fund Agreement 

A member of the Netherlands Second Chamber of 
Parliament has sent a series of written questions to the 
Minister of Finance regarding the position of the Nether- 
lands under Article VIII of the Articles of Agreement of 
the International Monetary Fund. He asks whether the 
Netherlands would not have to change its system of 
exchange controls in order to abolish those regulations 
which are not in accordance with Article VIII, Sections 
2, 3, and 4 of the Fund Agreement. He also asks 
whether the granting of so-called “export bonus dollars” 
(exporters to the dollar area are allowed to retain 10 per 
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cent of the proceeds of their exports) is or is not, as 
of March 1, 1952, a violation of Article VIII, and 
whether this Article is not violated by permitting foreign- 
ers who hold Netherlands guilder balances or securities 
to convert these balances into foreign exchange at an 
effective rate of exchange which is lower than the official 
rate. 

Source: Agence Economique et Financiére, Paris, France, 


March 6, 1952. 


Inventories in Denmark 

The value of inventories of important raw materials in 
Denmark at the end of 1951 was 48 per cent greater 
than at the end of 1950, about half of the increase being 
due to higher prices. The increase in volume was ex- 
ceptionally large for fuel, with coal inventories almost 
30 per cent above those a year earlier; the expansion 
resulted from both larger imports and decreased con- 
sumption. 

Inventories of iron and steel and other metals also 
rose in volume. While the available supply of metals was 
larger than in 1950, only a relatively small part was 
used to build up inventories; most of it went into 
increased consumption or inventories not covered by 
the statistics. 

For textile raw materials, inventories remained prac- 
tically unchanged. For some commodities, however, 
reduced consumption resulted in smaller imports, par- 
ticularly of raw wool and wool and cotton yarn. Inven- 
tories of finished textile goods and yard goods increased 
substantially, in some cases doubling. 

Source: Statistiske Departement, Statistiske Efterret- 
ninger, March 5, 1952, and Harald R. Martin- 
sen, Danish Letters, March 7, 1952, Copen- 
hagen, Denmark. 


Norwegian Economic Prospects 

Norway’s budget for 1952 forecasts a 3 per cent 
increase over 195] in gross national product, at con- 
stant prices. Unlike 1951, the only year to show an 
export surplus since the end of the war, a small import 
surplus is expected in 1952, so that available goods 
and services will increase by 4 per cent. About 40 per 
cent of the increase in goods and services will be used 
for military purposes and the rest for consumption. 
Investments will be kept at the same level as last year, 
but changes will be made in the kind of investments. 
More stress will be placed on mechanizing the produc- 
tion processes, and old machinery will be replaced. The 
program also takes into consideration investments im- 
portant for defense, investments in domestic transport, 
and inventory accumulation. 

A NKr 120 million balance of payments deficit on 
current account is estimated for 1952, compared with a 
surplus of NKr 190 million in 1951. There is consider- 
able uncertainty about prices in 1952, and the estimate 


is based on slightly less favorable terms of trade than in 
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1951. The 1951 surplus was mainly in EPU currencies; 

there was a deficit with the dollar area which is expected 

to continue in 1952. 

Source: Ministry of Commerce, St. meld. (Report to the 
Parliament), Oslo, Norway, No. 1, January 25, 
1952. 


Inflation in Finland 

Calculations made by Professor Suviranta show that 
the “real” interest rate paid on commercial bank deposits 
in Finland, i.e., the nominal rate corrected by reference 
to the wholesale price index number, has been negative 
in every year since 1938 except 1949. In 1949 the whole- 
sale price index rose by only 3.1 per cent. In January- 
September 1951, when the nominal deposit rate was 7 
per cent, wholesale prices rose by 33.1 per cent, so that 
the “real” interest rate was minus 19.6 per cent. Sim- 
ilarly, the “real” loan rates charged by commercial banks 
have been negative, except in 1944 and 1949. The 
nominal maximum rate in January-September 1951 was 
10 per cent, equivalent to a “real” rate of minus 17.4 
per cent. 

Total commercial bank deposits at the end of Sep- 
tember 1951 were 41.9 billion markkas, 460 per cent 
more than at the end of 1938. The real value of these 
deposits was, however, only 51 per cent of their value at 
the end of 1938, as measured by the cost of living index, 
or 33 per cent, if measured by the wholesale price index. 
The negative real loan rate has naturally tended to 
heighten the demand for credit, while the formation of 
money capital has suffered. Monetary institutions have 
been obliged to ration credit. This, however, does 
nothing to further the creation of new capital, nor does 
it eliminate from the market the latent demand that 
has remained unsatisfied. 

Professor Suviranta points out that, when inflationary 
forces are given free rein, increased interest rates are 
likely to be ineffective, since prospective savers fear 
continued inflation. Increased rates should be introduced 
at the moment when inflationary forces tend to weaken 
and confidence in the value of money is returning. The 
adoption of higher rates is then a significant indication 
that the anti-inflationary policy is meant to be carried 
out. Such a favorable situation existed in Finland at 
the end of 1947 and the beginning of 1948, when higher 
interest rates had a beneficial effect. Unfortunately, for 
political reasons, the rates were then lowered too soon, and 
the whole attempt at stabilization foundered when the 
forces of inflation were again released. The raising of 
rates in the autumn of 1950 was probably less timely, for 
hardly anyone then believed in the success of the stabili- 
zation plan. The compulsory reduction of interest rates 
now to be carried through by decree (see this News 
Survey, Vol. IV, p. 207) is, however, still less rational. 


Source: A/B Nordiska Foreningsbanken, Unitas, Hel- 
sinki, Finland, November 1951. 


Tourism in Italy 


Preliminary data on Italian tourist traffic show that | 


the number of visitors reached a new high figure of 5.4 
million in 1951; the previous high peak was 5 million 


in 1937. During the past three years, the number of | 
foreign tourists in Italy has increased gradually from © 


the 1.5 million reported for 1948. Expenditures of these 
visitors rose from 40 billion lire in 1948 to 116 billion 
lire in 1950, and to 128 billion lire in 1951. 


1951 expenditures, some 112 billion lire were for hotels, | 


restaurants, etc. and some 16 billion lire for transportation. 
These data on expenditures do not coincide with official 
foreign exchange receipts on account of tourism, which 
are generally about one half the total of actual expendi- 
tures. Part of the difference is recorded as miscellaneous 
receipts, and part flows into Italy through the black 
market. 
expenditures in 1951 cover more than 40 per cent of 
the trade deficit. 
Source: ANSA News Agency, Bulletin, New York, N. Y., 
March 3, 1952. 


Greek Import Program 

The value of Greek imports for current requirements 
planned for the fiscal year July 1, 1951 to June 30, 1952 
is equivalent to US$276 million, compared with actual 
imports valued at US$296 million in 1950-51. Current 
requirement imports do not include capital goods, 
“common-use” imports for the armed forces, or imports 
paid for from the special ECA allotment of US$25 million 
to Greece for building up reserves of rationed goods. 

The origin or method of financing imports for current 
requirements in 1951-52 is as follows: $175.6 million to 
be effected through EPU; $77.6 million from the dollar 
area; $12.5 million from various sources; and $10.3 
million in payment of war reparations to Greece. 


Source: To Vima, Athens, Greece, March 2, 1952. 


German Trade Liberalization 

The German Federal Government has informed the 
OEEC that the German import liberalization quota will 
be increased from 57 per cent to 70 per cent, effective 
April 1. The specific liberalization quotas will be 66 per 
cent for food and feedstuffs, 74 per cent for raw materials, 
and 70 per cent for finished goods. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

March 12, 1952. 


Middle East 
Issue of New Libyan Currency 


Announcement has been made that the change-over to 
the new Libyan currency (see this News Survey, Vol. IV, 
p. 215) will begin on March 24. 

Source: The Egyptian Gazette, Cairo, Egypt, March 10, 
1952. 
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Investment in Israel 

Direct private U. S. investments in Israel in 1951 
exceeded US$22 million, and total foreign investments 
in “approved” enterprises amounted to $70 million. The 
total amount of investment both domestic and foreign in 
“approved” and “recommended” enterprises amounted 
to $170 million. 

Subscriptions to the $500 million Israel Bond Issue 
from May 1, 1951, the initial date of flotation, to De- 
cember 31, 1951 totaled $101,647,300. 

Source: Israel Economic Horizons, New York, N. Y., 
February 1952. 


Sale of Government Land in Syria 

Prices of land sold in Syria in accordance with the 
recent government decree (see this News Survey, Vol. 
IV, p. 249) will vary with the type of land, but they 
are to be low and provision is made for purchasers to 
pay in long, easy installments. Purchasers should be 
farmers, over 18 years of age, and of Syrian nationality. 
No one is authorized to acquire more than 50 hectares 
(1 hectare = 2.47 acres). Farmers who already hold 
land can buy state land provided their present holdings 
plus the newly acquired land does not exceed 50 hectares. 
The land will revert to the State if it is left unused for 
two consecutive years and if there is default in payment. 
Persons who acquire state land cannot sell it or give it 
away within fifteen years; a mortgage is authorized only 
through the State Agricultural Bank. 
Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 

ruary 13, 1952. 

Development Plan for Iraq 

The Mission to Iraq, organized by the International 
Bank for Reconstruction and Development at the request 
of the Government of Iraq, has recommended a develop- 
ment program whose cost over the five years beginning 
with the fiscal year 1952-53 is estimated at approximately 
ID 168.5 million (US$471.8 million), to be apportioned 
as follows: ID 55.2 million for flood control, irrigation, 
and drainage; ID 37.0 million for industry; ID 31.0 
million for transport and communications; ID 23.2 mil- 
lion for community facilities; ID 7.5 million for agri- 
culture and forestry; ID 6.1 million for education; 
ID 5.0 million for public health; ID 1.5 million for 
Development Board administration, studies, etc.; and 
ID 2.0 million for miscellaneous expenditures. The pro- 
gram would be financed from the Government’s net 
income from oil, estimated at ID 214 million (US$599.2 
million) for the five-year period, 1952-53 to 1956-57. 

To carry out the program, the Development Board 
would have to spend ID 15 million in 1952-53 and suc- 
cessively larger sums each year up to a total of ID 50 
million in 1956-57. The Mission points out that this high 
rate of expenditure can be achieved only with great 
effort and careful planning. It presents detailed recom- 
mendations for improving public administration, develop- 








ing technical assistance, meeting labor supply problems, 
and obtaining equipment and supplies from abroad. 

In assessing the impact of the program on the economy 
of Iraq, the report estimates the effect on foreign trade, 
national income, prices, and employment. It discusses 
credit policies and outlines revision of the tax structure. 
It stresses the need for keeping a careful watch on the 
nature of the changes that the economy is undergoing, 
and recommends the formation of a committee consisting 
of the proposed economic advisor to the Development 
Board and high-level representatives of the National Bank 
and the Ministries of Finance and Economics. This com- 
mittee would “recommend directly to the Council of 
Ministers the adoption of timely measures aimed at 
checking any dangerous inflationary trends and at off- 
setting any tendency toward gross inequities in the distri- 
bution of income.” 

Source: International Bank for Reconstruction and De- 
velopment, The Economic Development of Iraq, 
Washington, D. C., February 1952. 


Gold Prices in Pakistan 

The Managing Committee of the Karachi Bullion 
Exchange decided, on March 5, to suspend forward trad- 
ing in gold for an indefinite period. The decision was 
reportedly taken in view of the declining gold prices 
and the growing “slump” mentality in the commodity 
markets. The price in Karachi on March 5 was 
PRs 88-89 per tola, against PRs 95-98 a week earlier 
(PR 1 = US$0.302). The slump in Karachi, however, 
appears less serious than in Bombay, where quotations 
on the same day were PRs 81, compared with PRs 105 
a month earlier. 
Source: Dawn, Karachi, Pakistan, March 6, 1952. 
Pakistan’s Foreign Trade 

Pakistan’s sea-borne trade on private account (exclud- 
ing trade on government account, and inland trade with 
India, Nepal, and Afghanistan) reached a new high level 
in 1951, with exports valued at PRs 2,003 million 
(PR 1 = US$0.302) and imports at PRs 1,415 million, 
an increase over 1950 of almost 55 per cent in exports 
and 32 per cent in imports. Japan replaced the United 
Kingdom as Pakistan’s principal supplier. Imports 
from Japan totaled PRs 358 million, principally textiles 
and machinery; from the United Kingdom, PRs 327 
million; the United States, PRs 95 million; Italy, PRs 86 
million; and India, PRs 72 million. Other important 
suppliers were Hong Kong, China, Straits Settlements, 
France, Belgium, and Egypt. The United Kingdom 
remained Pakistan’s main customer, with purchases val- 
ued at PRs 314 million. Next in importance were Japan 
(PRs 256 million) and France (PRs 212 million). 
Exports to Italy, China, Germany, Hong Kong, and the 
United States also were substantial. 

The most important commodity export in 1951 was 
cotton, totaling PRs 962 million, or 48 per cent of total 
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exports; jute was second, valued at PRs 714 million, 
or 36 per cent; then came grain and pulses, raw wool, 
tea, hides and skins. Cotton goods were the most 
important import, valued at PRs 562 million, or 40 per 
cent of total imports; machinery items amounted to 
PRs 138 million, or about 10 per cent. Other important 
items were iron and steel products, vehicles, chemicals, 
paper, hardware and cutlery, electrical goods, and dye- 
stuffs. 

Source: Dawn, Karachi, Pakistan, February 24, 1952. 


Jute Prices in Pakistan 

Jute prices in Pakistan are reported to have risen in 
the last week of February by PRs 5-7 (PR 1 = US$0.302) 
per maund (1 maund = 82 pounds) following the reduc- 
tion by the Indian Government of the export tax on 
hessian from Rs 1,500 to Rs 750 per ton. 


Source: Dawn, Karachi, Pakistan, February 24, 1952. 


Far East 


Indian Government Finances 

In recent years, when formulating its budgets, the 
Indian Government has been striking a balance between 
the need to restrict government spending to avoid the 
generation of further inflation and the demands for 
increased expenditure on national development without 
which the country’s progress cannot be maintained. 
While in the fiscal years 1948-49 and 1949-50 there was 
an over-all budgetary deficit involving the withdrawal 
of Rs 1,240 million from the accumulated cash balances, 
in 1950-51 there was a small over-all surplus of Rs 120 
million. The budget for 1951-52 provided for a surplus 
on revenue account of Rs 261 million and a deficit of 
Rs 779 million on capital account, leading to an over-all 
deficit of about Rs 520 million. The revised estimates 
for 1951-52, however, indicate that the over-all deficit 
may be no more than Rs 40 million; the surplus on 
revenue account is estimated at Rs 926 million, arising 
largely from increased receipts from export and import 
duties and income tax; expenditure on food subsidies and 
rehabilitation of refugees is expected to be slightly 
greater than originally estimated. Capital expenditure 
provides for increased allocations to the River Valley 
schemes and advances to State Governments for expendi- 
ture on development, in addition to the transfer to a 
Special Development Fund of the proceeds from the 
sale of American wheat purchased with the loan made 
available by the United States. The deficit in the capital 
budget, however, is placed at Rs 966 million, mainly 
because of the credit for Rs 900 million on account of 
the U. S. Wheat Loan. 

The budget estimates for 1952-53 place revenue re- 
ceipts at Rs 4,250 million and expenditure at Rs 4,063 mil- 
lion, leaving a surplus of Rs 187 million. Expenditure 
on capital account includes an outlay of Rs 687 million 


by the Central Government and loans to State Govern- 
ments of Rs 828 million, of which Rs 250 million will 
come from the Special Development Fund. The over-all 
deficit is estimated at Rs 560 million, which will be well 
within the balance of payments deficit anticipated for 
that year and will therefore not affect materially India’s 
inflationary position. 

Source: Government of India, White Paper on the Budget 

for 1952-53, New Delhi, India. 


Indian Government Control of Investment 

The Indian Parliament has extended the life of the 
Capital Issues Act, enacted during the war, until March 
31, 1956, the end of the Five-Year Plan period. The 
Act is intended to ensure that capital, both domestic 
and foreign, is not invested in non-essential projects or 
those contrary to government policy. It also enables 
the Government to control the indiscriminate issue of 
bonus shares which has increased since 1948. Reviewing 
the working of the Act in 1950 and the first half of 
1951, the Finance Minister said that consent for capital 
issues was generally given rather more freely than dur- 
ing and immediately after the war. Consent was given 
freely if the capital was required for industries within 
the government plan; grounds for refusal were that the 
projects were outside the plan, or that the proposed 
businesses were speculative and not in the public interest, 
or were indefinite and immature. Consent for new bank- 
ing and insurance businesses was generally refused on 
the ground that these fields were already overcrowded 
or that the financial position of the applicants was unsat- 
isfactory. Consent for bonus issues also was usually 
refused on the grounds of unsatisfactory financial condi- 
tion. During the year and a half under review, out of 
537 applications of all categories, involving Rs 1,218 
million, 443 were sanctioned for capital issues of 
Rs 1,056 million, and 94 were refused. Of 147 applica- 
tions involving foreign investment of Rs 191 million, 
123 were approved, and 24, involving Rs 2.2 million, 
were refused. The control was instrumental in prevent- 
ing investible capital of Rs 162 million (Rs 80 million if 
bonus issues are excluded) from going into undesirable 
channels. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, February 16, 1952. 


Thailand Sterling Exchange Rate 

The Bank of Thailand has reduced the selling price of 
sterling to 45 baht per pound, against the previous 52 
baht per pound. The reduction was made in pursuance 
of the Government’s policy to reduce the cost of living. 
After the reduction of the sterling exchange rate, other 
foreign exchange rates also dropped in the local exchange 
market. 
Source: Far East Trader, New York, N. Y., March 12, 

1952. 
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Japanese Ceiling on Sterling Exports 

As a measure against further accumulation of sterling, 
the Japanese Ministry of International Trade and Indus- 
try has announced that annual exports to the sterling 
bloc will be pegged at $650 million, with export quotas 
set for eight major items. The new regulation will be 
in effect for one year, March 1952-February 1953. It is 
estimated that sterling holdings at the end of March will 
be over £100 million. The Ministry hopes to bring 
them down to £70 million by the end of February 1953. 
The export quotas on the eight items are as follows: 
iron and steel products, 492,000 tons; cotton yarn, 27 
million pounds; cotton cloth, 690 million square yards; 
rayon yarn, 18.2 million pounds; rayon fabrics, 186.2 
million yards; staple fiber yarn, 5.5 million pounds; 
rayon staple, 23 million pounds; and staple fiber fabrics, 
47.5 million square yards. 

In allocating the export quotas, the Ministry will give 
preference to countries having trade agreements with 
Japan. Pakistan and Burma will receive top priority; 
next in order of preference will be intermediate trade 
areas, such as Hong Kong and Singapore, and then coun- 
tries such as Britain and Australia. The quotas will be 
based on the 1950 and 1951 records, with 90 per cent 
of the export quota allocations going to old export firms; 
the remaining 10 per cent will be allocated to new export 
firms, in order of application. 

Source: Far East Trader, New York, N. Y., March 12, 
1952. 


United States and Canada 
U.S. Foreign Trade 
The U. S. merchandise trade surplus of $634 million 
in December 1951 was reduced to $325 million in Janu- 
ary. Imports rose from $801 million to $922 million, 
the highest level since June 1951; exports declined from 
$1,436 million to $1,246 million. Mainly responsible for 
the larger imports were increased receipts of crude rub- 
ber, textiles, sugar, cocoa, and metals. The export de- 
cline reflected primarily a sharp fall in shipments of 
raw cotton; declines in automobiles and tobacco were 
also important, however. 
Source: The Journal of Commerce, New York, N. Y., 
March 18, 1952. 


Foreign Trade in Canadian Securities 

Canadian sales and purchases of outstanding securities 
largely offset each other in 1951, so that net sales were 
only $18 million. This was in sharp contrast to net 
sales of $238 million in 1950. One outstanding develop- 
ment was the rise from $5 million to $31 million in net 
sales to overseas countries other than the United King- 
dom (largely to Continental Europe). Trade in outstand- 
ing securities between Canada and the United States re- 
sulted in a small net purchase of $6 million in 1951, 
compared with net sales of $256 million in 1950. This 


change was due chiefly to the sharp reduction in U. S. 
holdings of Government of Canada bonds. More signifi- 
cant changes in U. S. investments in Canada occurred 
through sales of new Canadian issues and through large 
increases in U. S. direct investments. Thus, the value 
of U. S. investments in Canada rose considerably above 
the $6.5 billion outstanding at the beginning of the year. 
Total issues of new securities sold in the United States 
in 1951 amounted to $400 million, twice the amount in 
1950. New flotations of provincial governments ac- 
counted for $250 million and of municipalities $70 mil- 
lion. (All figures in Canadian dollars.) 
Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, March 11, 1952. 


Latin America 

Guatemala-United Fruit Company Agreement 

The United Fruit Company, which normally grows 
95 per cent of Guatemala’s banana exports and whose 
payroll amounts to US$10 million, has reached an agree- 
ment with Guatemalan union representatives after a long 
labor dispute. The Company has agreed to re-employ 
workers who had been laid off when a hurricane de- 
stroyed many banana plantations several months ago, 
and to make new investments of US$10 million to re- 
habilitate the plantations. The workers agreed to ac- 
cept a three-year contract at the present wage scale and 
to receive, in three installments, payment for arrears 
of wages. 
Source: The Journal of Commerce, New York, N. Y., 

March 11, 1952. 


Extension of National Railway in Honduras 

A decree has been approved in Honduras for extend- 
ing the National Railway by an additional 32 kilometers. 
Construction of the present road, which is about 175 
kilometers long, had been undertaken by the United 
Fruit Company under an agreement of 1920. The Com- 
pany had advanced the construction costs as a loan to 
the Government, and had operated the Railway on the 
Government’s behalf in conjuction with its own railway 
lines serving the area of its principal plantations. The 
last of that debt has just recently been repaid. 

Under the new agreement, the United Fruit Company 
will advance the costs, estimated at US$575,000, as it 
did under the previous agreement, and will construct the 
Railway on behalf of the Government. Interest at 4 per 
cent per annum will be payable on the sums actually 
drawn against the credit set up. The Company will con- 
tinue to administer the Railway, and will apply 50 per 
cent of the net receipts (after deducting administrative 
expenses) toward payment of interest and principal on 
the loan; the remaining 50 per cent will be used to set up 
a reserve fund for the Railway. This fund may be used, 
with the approval of the Ministry of Development and 
Labor, for the purchase of rolling stock, equipment, and 
material needed by the Railway. 
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Source: La Gaceta, Tegucigalpa, Honduras, February 6, 
1952. 


Transportation Costs in Paraguay 

The Argentine Government has authorized a 50 per 
cent over-all increase on river freight rates between 
Argentine, Paraguayan, and Brazilian ports located on 
the Parana, Alto Parana, Paraguay, Alto Paraguay, and 
Uruguay rivers. The increase, effective January 1, 1952, 
raises transportation costs for about 90 per cent of 
Paraguayan exports and imports. 
Source: La Tribuna, Asuncion, Paraguay, January 4, 

1952. 


Exchange Rate for Argentine Meat Exports 

The Argentine Central Bank announced on February 
28 that the preferential exchange rate of 7.5 pesos per 
U. S. dollar will apply to exports of corned and frozen 
beef. Formerly, the basic rate of 5 pesos per dollar was 
applied. Therefore, the new rate represents a 33 per 
cent devaluation (a 50 per cent increase in peso proceeds 
from exports). 

Corned beef moves principally to U. S. markets; the 
new rate is expected to lower dollar prices and to stimu- 
late exports. Frozen beef is sent chiefly to the United 
Kingdom under sterling prices established in the 1951 
bulk purchasing agreement. The higher peso proceeds 
will cover increased costs, namely wages and social 
benefits for workers, and will allow more profits for the 
“frigorificos” (processing plants). 

The measure is a further implementation of the Gov- 
ernment’s 1952 Economic Plan. Similar measures were 
taken earlier to stimulate exports of casein, butter, and 
cheese (see this News Survey, Vol. IV, p. 267). 

Source: The Washington Post, Washington, D. C., 
February 29, 1952. 


Other Countries 


New Zealand Import Restrictions 
At the London Conference of Finance Ministers, New 
Zealand agreed to increase its trade surplus with non- 
sterling countries from £5 million annually to £12 mil- 
lion; it was believed that this could be accomplished 
without reverting to general import licensing. Because 
of continued deterioration in the sterling area position, 
however, New Zealand was subsequently asked to raise 
the non-sterling trade surplus to £25 million. The Prime 
Minister stated that New Zealand could not achieve this 
objective without steps additional to those already taken. 
Therefore, the Government announced the following, 
effective as of March 11: 
1. Importation of motor vehicles from all countries were 
brought under licensing control. 
2. Licenses already issued for imports from “scheduled” 
countries (mainly the United States, Canada, and 


Japan) were canceled and new licenses were required. 
3. There was to be no general re-licensing of imports 

from sterling area or EPU countries. 

The Prime Minister, in announcing these new meas- 
ures, stressed that New Zealand was in a serious financial 
position, not because of the management of its own 
finances but because the sterling area countries in the 
aggregate had been spending more than they had been 
earning. He also emphasized that New Zealand’s accept- 
ance of the £25 million target was conditional upon the 
maintenance of yields from exports to non-sterling coun- 
tries; and that these new measures were short-term plans 
only, designed to stop the sterling area deficit and to 
build up the central reserves so that some measure of 
convertibility could be achieved. The long-term policy 
must be to build up the earning capacity of the sterling 
area. 

Source: Embassy of New Zealand, Summary of State- 
ment by the Prime Minister on Import Restric- 
tions, Washington, D. C., March 12, 1952. 


South African Import Restrictions 

The South African Minister of Economic Affairs has 
announced that imports of consumer goods will be 
limited in 1952 to 40 per cent of their 1948 value, com- 
pared with 60 per cent last year. Licenses already 
granted this year on the basis of a 30 per cent alloca- 
tion will therefore be increased by 10 per cent; one 
quarter of those already granted are valid for imports 
from hard currency countries. Shops are fairly well 
stocked with a large variety of goods, and it appears that 
the increased allocation in 1951 was used by many im- 
porters to bring in ornamental, luxury, and semi-luxury 
goods. The Minister said he appreciated the need for 
supplies not only of necessities in the strict sense of the 
word but also of goods which provided the public with 
amenities, comforts, and pleasures. Permits will be issued 
for such goods as and when required, but not for the 
import of luxury goods. These adjustments are far less 
severe than the action already taken in some of the other 
sterling area countries. 


Source: The Times, London, England, March 13, 1952. 
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